BEST BUY.

September 30, 2011

Ms. Jennifer J. Johnson

Secretary

Board of Governors of the Federal Reserve System
20th Street and Constitution Avenue, Northwest
Washington, DC 2055t

RE: Docket No. R-140#4 anti RINNND. 77100 AR 63 3

Dear Madame Secretary:

On behalf of Best Buy Co., Inc. (NYSE: BBY) we appreciate tive epportuwnity to Suthmit eur commments am tihe: propesed
interim final rule on provisions of Regulation 1l (Debit Card Interchange Fees and Routing) adopted in accordance with
Section 920(a)(5) of the Electronic Fund Transfer Act (EFTA). We provided our thoughts in February on the proposed
rule implementing the statute. In our opinion, the final rule issued in June with this proposed interim final rule deviated
significantly from the statute and weakened the positive impact of these reforms.

Best Buy Co., Inc. is a leading multi-channel global retailer and developer of technology products and services. Every day
our employees - 180,000 strong - are committed to help deliver the technology solutions which enable people to access
knowledge, ideas and information which are required as part of their digital lives.

A Key Role andl Player

We believe our role and experiences in the US payment system are significant to consumer spending, businesses and
economic activity. Our customers use debit and credit cards millions of times each month and in the last two years we
have experienced over 20 debit card rate increases in the U.S.

Our Rosition:
In response to the proposed interim final rule we would like to share the following:

e Statutory authority

We strongly support enactment of the bipartisan legislation creating the new Section 1075 of Dodd-Frank (Public Law
111-203, 124 Statute 133769)inn22010. Usvidottunzd ediy ,wee biediberest hieefifired Ir eguuddidoss ppoonuldppesh byythieeFEdesadl
Reserve veer significantly from the statute. Especially where the law says:

“5) ADUSTTMEWTS TO INTERTHAMIGEE TRANSKOTIDN FEES FOR FRAUWD PREVEWNTOON GIOSTS.—

“(A) ADUUSTVWRIN TS —HiEhe Board! may allow for an adjusinient to the fee amoumt receixet! or charget! by an issuer
under pavagegph 25 (2), if—

() such adjusineent is reasordbfy necessayy to make allowanee for. costs incurreat! by the isswer in prevemting frawd! in
relation to electrariic debiit transaations involliing that isswer; and

“(W) the issuer complliss with the frauwd-rgiated standtactts establiitteeld by the Boand! under subparageaph (B), which
standtants shall-

“() be desigmell to ensure that any frawd-reiateld adfustneent of the isswer is limited! to the amount desaritteet! in aause
(i) and takes into accoumt any fraudretaéeld reimibussemernts (Includiing amoumts from chaygeekbekky) receivet from
consuneess, mevitiangs, or. payment card netwakss in relation to electramdic debif transattions invollimy the isswer; and

“() requiire isswers to take effectine steps to reduce the occurnranee of, and cosits from, frawd in refation to edémtnonic
debiit transatoons, includiing throwgh the develmpneewt and implleneenddtion of cost-efffettiee fraud prewemntion
techmoteyy.
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Ruling Non-Compliant with the letter, if not the spirit, of the law
We believe that the Board has not complied with the two key requirements above having adjusted the interchange fee
prior to an issuer complying with the Board's published standards and process.

No Business Case for Increase

We do not believe an increase in the debit interchange fee at this time is justified. \We believe that financial institutions
are more than sufficiently compensated by the Board's final rule capping the interchange fee at $0.21 per transaction
plus the 5 basis points multiplied by the value of the transaction.

Rule making which Incents Payment Security and Fraud Reduction

As you are aware, total industry-wide fraud losses are estimated at $1.34 billion; $1.11 billion of which are signature
debit card transactions and $181 million are PIN debit card transactions. We believe the Federal Reserve's
regulations should be promoting more secure payment methods, types and channeis and not continue to

banks to profit from a less secure payment system. As it stands currently the issuer has very little incentive to invest in
new fraud prevention tools since they are being more than compensated by the ad valorem component of the final
rule for the interchange fee let alone the additional $0.01 per debit transaction by the interim final rule.

Recommendations:

We would like to recommend the following which we believe to be a more equitable approach which will help make
the U.S. payment systems for debit card transactions more secure and help consumers.

» We believe the Federal Reserve should issue guidance which details the steps issuers need to take to
further reduce fraud by encouraging wider issuance and acceptance of debit transactions that are more secure
than the current Mag-stripe based technologies.

» The Federal Reserve should be the institution that establishes the guidelines under the statute. Per the
statute and in the public interest, the Federal Reserve should not allow or delegate the responsibility of
establishing the fraud prevention guidelines to the payment brands as there is a readily apparent conflict of
interest. Certainly, the payment brands should have a role in managing compliance to the guidelines but not
establishing them. Our concern is the proposed interim final rule would allow the payment brands to establish the
rules and manage compliance.

» We ask the Board to reconsider the $0.01 increase at this time. For the reasons we have detailed above we
believe that it is premature to allow for an adjustment to the debit interchange fee and conveys an imappropriate
message at the onset of these reforms. At a minimum if you are to allow the additional $0.01 to card issuers for
fraud prevention, we believe it should only apply to PIN-based covered debit transactions.

Thank you for considering our views and we would be happy to discuss these important payment systems issues and how
they impact our customers and company at any time. We appreciate your public service.

Sincerely
Dee O'Malley
Director, Financial Services
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